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BACKGROUND

he Commission adopted the 1998 Fund Estimate in January 1998.  The adopted
1998 Fund Estimate indicated new programming capacity of $4.6 billion, based on
the assumption that there would be a significant increase in federal funds when the

new federal transportation act was signed.  The 1998 STIP was adopted in June 1998.

Subsequent to adoption of the 1998 STIP, the President signed the Federal Transportation
Efficiency Act for the 21st Century (TEA-21).  The new act provides for federal funds
above what was previously included in the 1998 Fund Estimate.  The Commission, at its
August 1998 meeting, stated its intent to pursue an amendment to the 1998 STIP to
program these additional resources.  This requires development of revised fund estimates
for the State Highway Account and the Public Transportation Account.
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STATE  HIGHWAY ACCOUNT

he revised fund estimate indicates programming capacity of $1,689 million over the
1998 Fund Estimate adopted by the Commission January 15, 1998 (Appendix A).

The following factors generated the additional programming capacity in the Revised Fund
Estimate:

• Additional federal revenue.
• Additional state revenue.
• A reduction in the reserves.
• A reduction in the expenditures for Local Assistance, SHOPP, and STIP by

converting from a programming level to a cash expenditure level.

Development of a Revised Fund Estimate:

1. The passage of TEA-21 generated about $1,600 million more in Federal funding over
the previous estimates.  At least half of this went directly to local agencies through the
Local Assistance subventions.  The balance added about $788 million of new
programming capacity.
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2. The remainder of the increased program capacity is due to changes in the major
assumptions that went into development of the Revised Fund Estimate.

Major Assumptions:

There are a number of assumptions that were made in developing the revised 1998 Fund
Estimate.  The key assumptions are as follows:

• Use the 1998-99 beginning cash balance of $1,798 million.
• Use the OA level of 90.5% for the years covered by the TEA-21 period and the

increased level of Federal funds.
• Update the 1998 Fund Estimate with current numbers.  The growth rate in fuel taxes

and for truck weight fees over the six-year period continues to be about 2.2 percent
annually.

• Assume the escalation rates are the same as the adopted 1998 Fund Estimate at 2.2
percent.

• Update the 1998 Fund Estimate with the most current expenditure numbers which
includes:
- The signed Budget Act for FY 1998-99.
- Program specific historical cash expenditure rates for the Adopted 1998 SHOPP

and the Adopted 1998 STIP projects.
- Assumed project “savings” from SHOPP and STIP programmed levels to actual

contract award amounts will continue.
• Adjust the cash expenditure rate for Local Assistance projects from expending

programming capacity all in the year programmed to reflect historical trends.
• Assume a Reservation for Economic Uncertainties of $100 million over the 6-year

period.
• Take TEA expenditures “off-the-top” in calculating the available programming.
• “Short-Term” reservations are included as programmed in the Revised 1998 Fund

Estimate calculation with cash expenditures spread on a 20%-50%-30% basis.
• Unprogammed “Long-Term” reservations from the adopted 1998 STIP will be

deducted before calculating the county shares.
• The 1998 Fund Estimate reflected the State and Local Transportation Partnership

Program (SLTPP) on a “programming” basis.  The revised 1998 Fund Estimate
reflects SLTPP on a cash expenditure basis.

The new program capacity of $1,689 million includes any unprogrammed reserves from the
adopted 1998 STIP.  These reserves are deducted before calculating County Shares
(Appendix C).



Revised 1998 STIP Fund Estimate - 4-

PUBLIC TRANSPORTATION ACCOUNT

he revised PTA fund estimate indicates a lack of new programming capacity over the
six year fund estimate period.  The lack of new programming capacity is consistent
with the 1998 Fund Estimate adopted by the Commission January 15, 1998; however,

the projected deficit was reduced by approximately $25 million.  The following changes
have occurred since the adoption of the 1998 PTA fund estimate:

• During the Governor’s May Revise of the 1998-99 Proposed Budget, the Department
of Finance revised the Proposition 111 and diesel tax revenue projections resulting in a
drastic revenue reduction of $217.9 million.

• Calculation of the interest revenue is now based on the ending cash balance using a 5.63
percent interest rate equal to the most current Surplus Money Investment Rate supplied
by the State Controller’s Office.  This change results in a $26.5 million reduction
revenue proposed assumption.

• Repayment of the $91.5 million loan to the General Fund plus interest occurred in fiscal
year 1998-99.  Of the $21.5 million in repaid interest, $14.361 million is being used to
hold State Transit Assistance harmless in fiscal year 1998-99 for the reduction in diesel
tax revenue.

• Pursuant to Senate Bill 60, savings in the State and Local Transportation Partnership
Program (SLTPP) can be used to offset the total PTA contribution to the Toll Bridge
Seismic Retrofit Account (TBSRA).  Preliminary estimates indicate an additional $20
million savings in the SLTPP; thereby reducing the total PTA contribution to the
TBSRA to $80 million of which $50 million is reflected in the fund estimate period.

• The contribution schedule from the PTA to the TBSRA has been modified to reflect the
offset of savings from the SLTPP.

• The adopted fiscal year 1998-99 budget reflects a reduction in expenditures.

• The Department of Finance has stated they would not support the funding of the
Highspeed Rail Authority from the PTA beyond its sunset date of December 31, 2000.

• The proposed Intercity Rail expansion plan has been modified.
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Major Assumptions:

Due to these changes, the following assumptions were used to prepare the Revised 1998
PTA Fund Estimate:

• All revenue projections are based on the Department of Finance’s most current
revenue projections.

• Update the PTA revenues with the General Fund loan repayment and direct
$14.5 million of the loan repayment to the State Transit Assistance program.

• Adjust the PTA contribution to the TBSRA to reflect the additional savings in the
State and Local Transportation Partnership Program.

• Update expenditures for current trends, legislative actions, Department and CTC
actions, and the sunsetting of the Highspeed Rail Authority.  This action would
include the utilization of the 1998-99 fiscal year as the base year.

• Transfer SHA funds of $28 million for transit capital improvement projects eligible
for Article 19 funding.
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OUTSTANDING ISSUES

everal events have transpired that have a potential impact on the programming
capacity presented in the Revised 1998 Fund Estimate (FE).  The impacts of these
issues have not been incorporated in the Revised 1998 FE.  The issues include:

1. A court hearing was held on December 18, 1998 to consider the legality of past
transfers from the State Highway Account (SHA) and the Motor Vehicle Account
(MVA) to the State’s General Fund.  The court ruled that portions of these transfers
that occurred over a 3-year period were not legal.

a. A transfer in 1993 of $30.7 million from the SHA to the GF was not legal and an
order will be prepared to reverse that transfer.

b. Transfers totaling $130.9 million from the MVA to the General Fund during the
period of 1993 through 1995 was also ruled illegal.

c. The court did not rule on $130 million diverted from the SHA to replace the MVA
funds transferred to the General Fund.  A March 1999 hearing date is set to rule on
these transfers.

It is not known at this time when these funds will actually be paid back or whether
interest will be assessed.

2. The Federal Highway Administration (FHWA) under the TEA-21 revised the method of
distribution of Obligation Authority (OA).  The Revised 1998 FE anticipated a general
OA level of 90.5%.  Actual OA distribution by FHWA will vary by category.
Obligational Authority is at 100% for some categories, such as a portion of the
Minimum Guarantee (MG) Funds, while it is 88.3% for other categories, and 87.3% for
even others.

The FE anticipated $2.083 billion of OA for the 1998-99 Federal Fiscal Year (FFY)
split $1.333 billion for SHOPP and STIP projects, and $750 million for the Local
Assistance program.  FHWA OA distribution to date has provided $1.291 billion for
SHOPP and STIP projects (about $42 million below the FE expectations for the 1998-
99 FFY), and $726 million for Local Agency projects (about $24 million less than
expected).  However, California typically receives over $30 million in the August
redistribution of OA.

3. TEA-21 provided additional Safety Grant funding (safety incentive program funds) to
States that enact and enforce 0.08 Blood Alcohol Content (BAC) laws.  California
qualifies for and receives these funds.
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The current Fund Estimate anticipated that funds received under this program would be
available for STIP and SHOPP programming.  However, the Business, Transportation
and Housing Agency (Agency) has directed these funds to projects that enhance
compliance with the BAC laws.  The Caltrans Director and the Office of Traffic Safety
will annually develop a plan for allocating the Safety Grant funds.  The plan must be
submitted to the Agency Secretary for approval.

It is not known to what extent these funds will be used for non-construction projects.
The FE could be impacted up to $ 16 million per year if construction projects are not
included in the project selection.

These issues have an impact on the programming capacity presented in the Revised 1998
FE.  However, there is insufficient information available at this time to definitively assess
the magnitude of change in the programming capacity available for the STIP.  These issues
will be addressed as we develop the 2000 STIP Fund Estimate that is due in draft to the
Commission by July 1999.
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COUNTY AND INTERRIGIONAL SHARES (STIP)
- 1998 STIP Fund Estimate Amendment -

ounty Shares have bee amended to include the additional programming capacity
reflected in the Revised 1998 STIP Fund Estimate.  The new program capacity of
$1,689 million includes any unprogrammed reserves from the adopted 1998 STIP.

These reserves are deducted before calculating County and Interregional Shares
(Appendix C).
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